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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Rural Utah Child Development

We have audited the accompanying statement of financial position of Rural Utah Child Development (a non-profit
~ Organization) as of November 30, 2005, and the related statements of activities, functional expenses, and cash flows

 for the year then ended. - These financial statements are the responsibility of the Organization’s management. Our
responsibility is to express an opinion on the financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government. Auditing Standards, issued by the -
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
‘examining, on a test basis, evidence supporting the amounts and disclosures in the financial statenients. An audit
also includes assessing the accounting principles and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and the significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

TIn our opinion, the financial statements referred to above present fairly, in all material respects, the financial position.
of Rural Utah Child Development as of November 30, 2005, and the changes in its net assets and its cash flows for
the year then ended in conformity with accounting principles generally accepted in the United State of America.

In accordance with Government Auditing Standards, we have also issued our report dated August 31, 2006 on our
consideration of Rural Utah Child Development’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
-purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

Our audit was:conducted for the purpose of forming an opinion on the basic financial statements of Rural Utah Child
Development taken as a whole. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and non-Profit Organizations, and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects, in relation to the basic financial
statements taken as a whole. '

&m % Ke/,%
August 31,2006

Telephone (801) 262-4554 . 1 5292 So. College Dr., Suite 101
Fax (801} 265-9405 Salt Lake City, Utah 84123




RURAL UTAH CHILD DEVELOPMENT
STATEMENT OF FINANCIAL POSITION
November 30, 2005 '

Assets
Cash
Accounts Receivable:
U.S. Department of Agrlculture
Head Start
Prepaid expenses
Property and equipment - net

Total Assets
‘Liabilities and Net Assets
" Liabilities
'Accounts payable

Accrued expenses
‘Deferred income .

- Total Liabilities

Net Assets
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

The accompanying notes are an integral part of these financial statements.

2

127,560

15,399
144,656
8,530
720,770

1,016,915

349,349
25,741
3,606

378,696

638,219

638,219

1,016,915




(4,

RURAL UTAH CHILD DEVELOPMENT
STATEMENT OF ACTIVITIES
For Year Ended November 30, 2005

Unrestricted Net. Assets

‘Support _ '

Federal Grant PA22.

Federal Grant PA20

Federal Grant PA25

Federal Grant PA26

Inkind Services and supplies
- USDA Food Grant

Other revenue

Total Sﬁpport

Expenses

' Program services
Head Start program PA22 ,
Head Start program PA22 In-Kind
Head Start program PA20
Head Start program PA25
Head Start program PA25 In-Kind
Head Start program PA26
USDA Food Grant
Other program expenses

- Total Pfogra'm Services

Support Services
Head Start program PA22

" Total Expenses

Increase (Decrease) in Unrestricted Net Assets

. Net Assets at 11-30-04

Net Assets at 11-30-05

The accompanying notes are an integral part of these financial statefnents.

2,839,296

36,290
547,684
13,212
1,095,438
111,568 -
23,842

4,667,330

2,672,599
943,952
36,290
557,626
151,486
13,212
111,568
5,894

4,492,627

176,812 .

4,669,439

(2,109)
640,328

$

638,219
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RURAL UTAH CHILD DEVELOPMENT
STATEMENT OF CASH FLOWS'
For Year Ended November 30, 2005

Cash Flows From Operating Activities.-
Increase in unrestricted net asséts

Adjustments to reconcile increase in unrestricted net assets
to nét cash provided (used)

Depreciation

(Increase) depreasé in operating assets:
Accounts receivable - net
Prepaid expenses

" Increase (decrease) in operating liabilities:
Accounts payable
Accrued liabilities -
Deferred revenue

Net Cash Provided by Operating Agtivities
Cash Flows From Investing Activity
Purchase of property and equipment
~ Net Cash Used by Investing Activity
Net Incfease in Cash
Cash Balance, Beginning of Year

Cas‘h:Balance, End of Year

The aécompanying notes are an integral part of these financial statements.
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(2,109)

71,545

(109,736)
1,789

244,437
(137,108)
3,606

72,424

(51,490)

(51,490)

20,934
106,626

127,560




NOTE 1

" RURAL UTAH CHILD DEVELOPMENT
- NOTES TO FINANCIAL STATEMENTS

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities o ‘

The Rural Utah Child Development (the, Organization) was organized as a Utah private non-profit -
corporation under.the provisions of chapter 6 of Title 16, Utah code Annotated, 1953 on March 6, 1966.
The Organization is to administer and operate Head Start and Early Head Start programs throughout the
“southeastern part of the State of Utah, and is funded by grants from the Department of Health and Human
Services. . ' :

Significant Accounting Policies

Basis of Accounting
The accompanying financial statements have been prepared on the accrual basis of accounting in

accordance with accounting principles generally accepted in the United States of America.

Concentration of Risk :
The Organization maintains its cash in bank deposit accounts which, at times, may exceed federally
insured limits. The Organization has not experienced any losses in such accounts. The Organization

" believes it is not exposed to any significant risk on cash and cash equivalents.

The Organization receives substantially all of its funding from governmental sources. Decreases in-

* governmental support would have an adverse effect upon the Organization.

Cash and Cash Equivalents
Cash and cash equivalents aré defined as cash on hand and highly liquid investments with original

" maturities of three months or less.

Accounts Receivable

‘Accounts receivable are stated at the amount management expects to collect from outstanding

balances. Management provides for probable uncollectible amounts through a provision for bad debt

.expense and an adjustment to a valuation allowance based on its assessment of the current status of

individual receivables. Receivables are written off when they are determined to be uncollectible. The
allowance for doubtful accounts at November 30, 2005 was $0. '

Property and Equipment : ‘
The Organization capitalizes all equipment acquisitions in excess of $500. Purchased property and

equipment is capitalized at cost, where donated as support at their estimated market value at the date
of the donation. Such donations are reported as unrestricted support unless the donor has restricted
the donated asset to a specific purpose. Assets donated with explicit restrictions regarding their use

and contributions of cash that must be used to acquire property and equipment are reported as

restricted support. Absent donor stipulations regarding how long those donated assets must be
maintained, the Organization reports expirations of donor restrictions when the donated or acquired

" assets are placed in service as instructed by the donor. The Organization reclassifies temporarily

restricted net assets to unrestricted net assets at that time. Fixed assets are depreciated using the
straight-line method over the estimated useful lives of the assets.

Substantially all of the property and equipment have been purchased with funds from the Department
of Heath and Human Services. In the event that these items are disposed of, the Department of ’

* Health and Human Services may require any proceeds be refunded to them.




' RURAL UTAH CHILD DEVELOPMENT
'NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE1 NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
' (Continued) . ' N

Signiﬁcant Accountiﬁg Policies (Continued)

Property and Equipment (Continued) _ ,
A provision for depreciation of each asset has been computed using the straight-line method over its
estimated useful life, which range from.5 to 30 years. The cost of the assets, less the estimated
residual value, determines the depreciable basis.

Net Assets : :
The Organization reports information regarding its financial position and activities according to three
classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently -
-restricted net assets. In addition, the Organization presents a statement of cash flows. As of .
November 30, 2005, -the Organization did not have any temporarily or permanently restricted net
assets. S : '

Income Taxes . :
The Organization qualifies as exempt from income taxes under Section 501 (c) (3) of the Internal
Revenue Code, and therefore, has no provision for income taxes.

Grant Revenue ’ : _
The Organization receives Head Start and Early Head Start Grants from the U.S. Department of
Health and Human Services. Grant revenues are recognized as expended up to the authorized grant
award. The federal grants awarded to the Organization relating to funds included in this audit report
consist of the following:

a. Health and Human Services, Head Start Grant No. 08CH0059/38, grant period December 1,
2004, through November 30, 2005. This grant is restricted for the purpose the grant was awarded
and any excess is to be returned to the funding agency.

b. Utah State Office of Education Grant for periods October 1, 2004 through September 30, 2005
and October 1, 2005 through September 30, 2006. These grants are restricted for the. purposes
the grants were awarded and any excesses are to be retun_led to the funding agency.

Pension Plan -

The Organization sponsors a defined contribution pension plan- that covers substantially all
employees. Contributions to the plan are based on a percentage of gross wages under Code Section
401K deferment. For the period ended November 30, 2005 the amount of pensions expense was

$80,181,

Contributed Support ‘
The Organization occupies at reduced or no charge certain premises owned by private individuals.

The estimated fair rental value of the premises is reported as support and expense in the period in
which the premises are used. .




RURAL UTAH CHILD DEVELOPMENT
~ NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE1 NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
' (Contmued)

Significant Accounting Policies (Continued)

ontnbuted Support (Continued)

A substantial number of unpaid volunteers have made sngmﬁcant contributions of thelr time to
develop the Orgamzatlon programs, prmc1pally in educational assistance. The value of this
contributed time is accounted for by recognizing as support and expense the numbers of hours
* provided multiplied by the wage rate that would have to be paid if the volunteers were employees of
the Organization. '

Supplies and transportation are provided by various individuals and entities at reduced or no
cost to the Organization. The value of these supplies and transportation is accounted for by
recognizing as support and expense the fair value of the supplies or transportation in excess
of actual payment as if actual cash payment had occurred.

. Advertising
The Orgamzatlon expenses advertlsmg costs as incurred.

Estimates
~ The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those
. estimates. ' : '

NOTE2 PROPERTY AND EQUIPMENT

Property and equipment consisted of the following as of November 30, 2005.

Beginning ‘ : Ending /

Balance Additions Deletions Balance
Land $ 135100 §$ $ $ 135,100
Building . 712,746 ' : 712,746
Vehicles 365,500 18,431 383,931
Office equipment 2 233,165 9,225 242,390
Center equipment 132,398 23,834 156,232
’ 1,578,909 51,490 - 1,630,399

Accumulated depreciation (838,085) (71,544) (909,62_9)

$ 740,824 § (20,054) $ - $ 720,770




NOTE 3

NOTE 4

'RURAL UTAH CHILD DEVELOPMENT
NOTES TO FINANCIAL STATEMENTS (Continued)

' LEA'SE COMMITMENTS

The facilities presently used to provide office space and classrooms. not otherwise owned by the
Organization are leased under short-term agreements that can be renewed under similar terms contingent
upon grant funding being renewed. Lease payments for the year ended November 30, 2005 were $81,810.

PRIOR PERIOD ADJUSTMENT

Duiring the year, management noted that in the prior year a deposxt in transit had inadvertently been
included in grant revenues when it belonged in the next year’s revenues. As a result, the begmnmg
balance of Head Start grant receivable has been increased by $164,800. The net effect on the prior year’s
financial statements was a reduction of cash and an increase in expenditures, which results in an increase
in both revenues and in the Head Start grant receivable. Because both revenues-and expenditures
increased by the same amount, there was no effect on unrestricted net assets. The effects of the prior

. period adjustment on selected financial data have been included in this report as. Supplementary

Informatlon
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
 REPORTING AND ON COMPLIANCE AND
- OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED
. IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Directors
- Rural Utah Child Development

We have audited the accompanying financial statements of Rural Utah Child Development (a non-profit Organization)
- as of and for the year ended November 30, 2005, and have issued our report thereon dated August 31, 2006. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. ;

Internal Contro] Over i*‘inancial Reporting

In planning and performing our audit, we considered Rural Utah Child Development’s internal control over financial
réporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide an opinion on the internal control over financial reporting. However, we noted certain
matters involving the internal control over financial reporting and its operation that we consider to be reportable
conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the
design or operation of the internal control over financial reporting that, in our judgment, could adversely affect Rural
Utah Child Development’s ability to initiate record, process, and report financial data consistent with the assertions of
management in the financial statements. Reportable conditions are described in the accompanying Schedule of
Findings and Questioned Costs as items B numbers 1 through 5.

- A material weakness is a reportable condition in which the design or operation of one or more of the internal control

components does not reduce to a relatively low level the risk that misstatements caused by error or fraud in amounts
that would be material in relation to the financial statements being audited may occur and not be detected within a

" timely period by employees in the normal course of performing their assigned functions. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control that might be
reportable conditions and, accordingly, would ‘not necessarily disclose all reportable conditions that are also
considered to be material weaknesses. However, of the reportable conditions described above, we consider items B
numbers1 and 2 to be material weaknesses. "

Compiiance and Other Matters

- As part of obtaining reasonable assurance about whether Rural Utah Child Development’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statements amounts. However, providing an opinion.on compliance with those provisions
was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards and which are described in the accompanying Schedule of Findings and Questioned Costs as items B
numbers 1 through 5. ‘ .

Telephone (801) 262-4554 10 5292 So. College Dr., Suite 101
Fax {801) 265-9405 ) Salt Lake City, Utah 84123




We also noted. certain additional matters that we have report to management in the Schedule of Finding and
Questzoned Costs section of thns report. :

This report is mtended solely for the information and use of the audit committee, management, Board of Directors,
and federal awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these speoxﬁed parties.

9—0'%4'14%%

August 31, 2006
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH

' OMB CIRCULAR A-133

Board of Directors .
Rural Utah Child Development

Compliance

We have audited the compliance of Rural Utah Child Development (a non-profit Organization). with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended November 30,
2005. Rural Utah Child Development’s major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of Rural Utah
Child Development’s management. Our responsibility is to express an opinion on Rural Utah Child Development’s
compliance based on our audit. ' ’

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
_ Profit Organizations. ‘Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about Rural Utah Child Development’s compliance with those requirements and performing such
. other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal determination of Rural Utah Child Development’s
compliance with those fequirements. ' ‘ '

As described in itém C numbers 1 through 5 in the accompanying Schedule of Findings and Questioned Costs, Rural
" Utah Child Development did not comply with requirements regarding maintaining adequate accounting records of
expenditures charged to expenditures that are applicable to its grant from the U.S. Department of Health and Human
Services. Compliance with such requirements is necessary, in our opinion, for Rural Utah Child Development to
comply with requirements applicable to that program. '

In our opinion, except for the noncompliance described in the preceding paragraph, Rural Utah Child Development
complied, in all material respects, with the requirements referred to above that are applicable to each of its major
‘federal programs for the year ended November 30, 2005. The results of our auditing procedures also disclosed other
instances of noncompliance with those requirements, which are required to be reported in accordance with OMB
Circular A-133 and which are described in the accompanying Schedule of Findings and Questioned Costs as items C
numbers 6 and 7. ' ' '

Telephone (801) 262-4554 12 -5292 So. College Dr., Sufte 101
Fax (801) 265-9405 Sait Lake City, Utah 84123




- intemel COntrcl 0ver'Compliance

~The management of Rural Utah Child Development is responsible for establishing and mamtammg effective internal

control over compliance with the requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered Rural Utah Child Development’s internal control
over cempliance with requirements that could have a direct and material effect on a major federal program in order to
determine our audltmg procedures for the purpose of expressing our opinion on compliance and to test and report on
mternal control over compliance in accordance with OMB Clrcular A-133.

We noted certain matters involving the internal control over compliance and its operation that we consider to be
. reportable conditions. Reportable conditions involve matters coming to our attention relating to significant
* deficiencies in the design or operation of the internal control over compliance that, in our ]udgment could adversely
affect Rural Utah Child Development’s ability to administer a major federal program in accordance with the
applicable requirements of laws, regulations, contracts, and grants. Reportable conditions are described in the
accompanying Schedule of Findings and Questioned Costs as items C numbers 1 through 7. '

A material weakness is a reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that noncompliance with applicable requiremcnts of
laws, regulations, contracts, and grants caused by error or fraud that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. Our consideration of the internal control over compliance would not necessary
disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily
disclose all reportable conditions that are also considered to be material weaknesses. However, of the reportable
conditions described above, we consider C numbers 1 and 2 to be material weaknesses. :

This report is intended solely for. the mformatmn of audit committee, management, Board of Directors and others
within the organization and federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties. )

August 31, 2006
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RURAL UTAH CHILD DEVELOPMENT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended November 30, 2005

: o ' ' .Federal Pass-Through
_ ‘Federal Grantor/Pass-Through CFDA Grantor's Disbursemerits
- Grantor/Program Tiﬂe Number Number Expenditures
. U.S. Department of Health and Human Services |
Direct Program: : ' . ' o o
PA 22 Head Start . ' 93.600 NA - $ 2,839,296
- PA 20 CDA Training 93.600 ' NA " 36,290
~ PA'25 Early Head Start 93.600 -NA 547,684
'PA 26 Early Head Start _ 93.600 NA 13,212
. Total U.S. Department of Health and . ' A
Human Services . _ 3,436,482
U.S. Department of Agriculture |
. Pass Through The Utah State Office Of Education
Food Distribution . 10.558 G-4 111,568
Total U.S. Department of Agrlculture 111,568
Total Federal Financial Assistance | . $ 3,548,050
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, " RURAL UTAH CHILD DEVELOPMENT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
" For the Year Ended November 30, 2005

Significant Accounting Policies
The following information regarding the schedule of expendltures of federal awards is provided to assist the

reader in understandmg the accounting pOllClCS regarding, and the nature of the féderal awards.

a. Basn‘s of Accounting - The schedule of expenditures of federal awards is presented on the accrual
basis of accounting, the same basis used by the Organization in its financial reporting. Receivables’
are recorded when appropriate program expenditures are made and the Organization has a claim for-
reimbursement. For purpose of the Schedule of Expenditures of Federal Awards, the Organization

_ considers equipment that has been capitalized, purchased with Federal funds to be expenditures.

b. Depreciation is not included in the Schedule of Expendltu.rcs of Federal Awards because all
property and equipment has been purchased with Federal grant money. Therefore, including
depreciation would result in the Organization being reimbursed for the expenditure twice.

c. Pass-Through Source of Awards -The Organization receives the bulk of its federal award programs
‘from the U.S. Department of Health and Human Services. '

15




: RURAL UTAH CHILD DEVELOPMENT
SCHEDULE OF AWARDED GRANT REVENUES OVER ACTUAL EXPENSES
For the Year Ended November 30, 2005 '

Award Number 08CHO0059/39

PA-22 PA-20 PA-25 PA-26 - Total
Grant budgeted o L :
award amount _ g $ 2,855,390 . $ 36290 § 547,684 § 13,212 § 3,452,576
Actual grant cxpenses (2,839,296) . (36,290) .(547,684) (13,212)  (3,436,482)

Grant 'b'udgetedj_aw'ard amount : ' 4
over (under) actqa‘l expenses $ 16,094 § - 8§ - $. - 8 16,094

_The above schedule shows the grant amounts that were awarded by the US. Department of Health and Human
: Scrvxces compared to the actual grant expenditures.

16




RURAL UTAH CHILD DEVELOPMENT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended November 30, 2005

SUMMARY OF AUDIT RESULTS

L

8.

9

The auditor’s report expresses an unqualified opinion on the ﬁnancnal statements of Rural Utah
Child Development

There Were two material weaknesses disclosed during the audit of the financial statements. I
There were two instances of noncompliance material to the firiancial Statements of Rural Utah Child

Development, which would be required to be reported in accordance ‘with Government Auditing
Standards, disclosed during the audit.

“There were two material weaknesses and five instances of reportable conditions in internal control

which were disclosed during the audit of the major federal award programs of Rural Utah Chlld
Development '

The auditor’s report on compliance for the major federal award programs for Rural Utah Child
Development expresses a qualified opinion.

There were five audit findings relative to the major federal award, program that are required to be |

- reported in accordance with Government Auditing Standards.

“The programs tested as major programs included:
Department of Health and Human Services — Head Start — CFDA No. 93.600

The threshold for distinguishing ’fypes A programs was $300,000.

Rural Utah Child Development does not quality as a low-risk auditee.

FINDINGS — FINANCIAL STATEMENTS AUDIT AND GOVERNMENT AUDITING STANDARDS

1

No support for journal entry posted (Material Weaknesses

Finding'

Management has the responsnblhty to ensure that journal entries made to the general ledger are
appropriate and have been supported by the appropriate documentation. During our audit we noted
the following. The accountant posted a journal entry which increased both revenues and expenses.
The accountant stated that the revenues were being increased to match the grant budget. This would

sesult in an expénse being recorded when no expenses had actually been incurred. This appears to

have been caused by the accountant not understanding the basis for posting grant revenues.

Recommendation

We suggest the management of Rural Utah Child Development procure additional training for the

_ accountant to ensure that this does not happen in the future.
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~ RURAL UTAH CHILD DEVELOPMENT
- .SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended November 30, 2005

B. ' FINDINGS - FINANCIAL STATEMENTS AUDIT AND GOVERNMENT AUDITING STANDARDS
{Continued) ‘ '

‘ Fmdmg

Bank Reconclllatlonj atenal Weakn ess[

\-

Management has the responsxblhty to ensure that’ the cash balance on the general ledger is
reconciled to the bank balance. During our audit we noted that the book balance used in the original

- bank reconciliation, prepared for.the fiscal year end, did not match the book balance on the trial

balance. We noted that checks written after year end, in December 2005, had been posted as
reductions to cash as of November 30, 2005, rather than to set up an accounts payable. This results
in both the cash balance and accounts payable being understated at year end. These items were
adjusted during the audit.

’ Recommendatlon

We suggest that the management of Rural Utah Chlld Development make sure that the cash balance

. on the general ledger is reconciled to the bank balance. -

Payroll Test (Reportable Condition) -

+ Finding

Management has the responsibility to ensure amounts paid to employees agree w1th supporting
documents such as, time cards and approved pay plan in the employee’s personnel file. During our
audit, we performed a payroll test and found that for 3 out of 35 employees tested, the time sheets

"did not match the hours paid. These errors resulted in employees being under paid by $24.05. Also,

for one out of 35 employees tested there was not an approved pay plan in the employee’s personnel
file. The auditor performed additional procedures and determined that payroll expense did not need
to be adjusted.

Recommendation ' -

We suggest that the procedures be put in place to ensure that the amount employees are pald
matches the employees time sheet and that proper documentation be put in the employees personnel
file which supports the salary or hourly rate paid. .

Segregation of Duties - Cash Receip' ts (Reportable Condition)
Finding

Management has the responsibility to ensure that all assets, such as cash, are protected from possible
theft. During our audit we noted that there was not proper segregation of duties for cash receipts.
The accountant has access to the asset, posts entries to the general ledger system and also takes the

. deposit to the bank. This means that the accountant could take the asset then alter the records so

that the missing asset would go undetected.

Recommendation . _
We suggest that the management of Rural Utah Child Development give the accountant copies of -
the cash receipts to post, and have the administrative assistant, prepare the deposit and have
someone else deposit the money.
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. RURAL UTAH CHILD DEVELOPMENT |
' SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended November 30, 2005

B. . FINDINGS — FINANCIAL STATEMENTS AUDIT AND GOVERNMENT AUDITING STANDARDS
(Continued) . " .

© 5.

Ry

Segregation of Duties - Cash Disbursements (Reportable Condition)

Finding . ‘ ‘
Management has the responsibility to ensure that all assets, such as cash, are protected from possible

. theft. During our audit we noted that there was not proper segregation of duties for cash

disbursement. The accountant has access to the asset, posts entries to the general ledger system, and
also sends out the payments. This means that the accountant could have checks signed then modify
them to pay personal bills etc., and then adjust the accounting records so that it would go
undetected. . :

. Recommendation

We suggest that the management of Rural Utah Child Development have the accountant print
checks, give the checks with appropriate back-up to the check signers and have someone else send
out the payments. We would also suggest that the signers scan the cleared checks on the bank
statement for appropriateness.

Working Capital
Finding C
We observed that as of November 30, 2005, the Organization does not appear to have enough

working capital to pay the liabilities without using draws on the next year’s grant funds. The lack of

working capital appears to have occurred in prior years. Management is aware of this situation, as
well as, the Federal cognizant agent over the Federal grants. '

'Recommendation

We recommend that the Organization implement procedure to increase working capital from non-
Federal sources. ‘

' FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

. No support for journal entry posted (Material Weaknesses

See Finding on page 17, B.1.

Bank Reconciliation (Material Weakness)
See Finding on page 18, B.2.

o P‘ayfoll Test gRéportable Condition)

See Finding on page 18, B.3.

Segregation of Duties - Cash Receipts (Reportable Condition)
See Finding on page 18, B.4. '

Segregation of Duties - Cash Disbursements (Reportable Condition)

See Finding on page 19, B.5.
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* RURAL UTAH CHILD DEVELOFMENT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended November 30, 2005

C; - FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT
(Continued) . : .

6.  In-Kind — Missing Records (Reportable Condition)
: " Finding . :
© Management is responsible for maintaining supporting documentation for in-kind donations claimed
on the financial statements. During our audit we tested the in-kind donations recorded. -We traced
monthly totals for individual sites to supporting documentation. Out of 35 selected for testing, there
were four which had no supporting documentation, or the documentation did not agree with the
amount claimed. As a result, $157.53 claimed as in-kind revenues and expenses were eliminated
during the audit. Management was unable to find the supporting documents. '

'Recommendation : .
> We suggest the management of Rural Utah Child Development develop procedures to ensure that
accurate records are maintained for all in-kind revenues claimed. .

7. In-Kind — Revenues claimed twice (Reportable Condition)
Finding :
Management has the responsibility to insure that -all in-kind donations are claimed only once.
‘During our audit we tested the in-kind donations recorded. We compared the monthly totals of in-
kind revenues claimed for individual sites to supporting documentation. Out of 35 selected for
testing there-was one which had claimed the revenue in two separate months. As aresult, $1,637.94
" claimed as in-kind revenues and expenses were eliminated during the audit. This appears to have -
. been caused by inadvertent errors in accumulating the total of supporting documents. '

Recommendation

We suggest the management of Rural Utah Child Development develop procedures to ensure that all
in-kind revenues are recprded once.
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. RURAL UTAH CHILD DEVELOPMENT’S
RESPONSE TO FINDINGS AND RECOMMENDATIONS
' For the Year Ended November 30, 2005

‘Section B, Finding #1 - No support for journal entry posted (Material _Weaknesses[

Corréction Action. o o ‘
" RUCD has hired a new accountant and RUCD will ensure that the new accountant has training and
skills to ensure that proper accounting procedures are in place and implemented.

Section B, Finding #2 - Bank Reconciliation (Material Weakness)

" Correction Action. ‘ : o
“RUCD will make sure that the cash balance on the general ledger is reconciled to the bank balance.

Section B, Finding #3 - Payroll Test (Reportable Condition)

'Correction Action o

RUCD will ensure that employees pay matches the employee time sheets. Procedures will be put
into place to assure that proper documentation will be in the employee personnel files providing
~ salary or hourly rate. '

ing #4 - Segregation of Duties - Cash Receipts (Reportable Condition

Section B, Find
Corrective Action .

To provide-more segregation of duties the administrative assistant will make copies of the cash
- receipts to post, the accountant will prepare the deposit and have someone else deposit the money.

. Section B, Fi_nding #5 - Sepregation of Duties - Cash Disbursements (gep' ortable Condition)

Corrective Action

Rural Utah Child Development have the accountant print checks, give the checks with appropriate
" back-up to the check signers and have someone else send out the payments. RUCD check signers
will also scan the cleared checks on the bank statement for appropriateness.

Section B, Finding #6 - Working Capital

Corrective Action 7 . ‘
" RUCD will work with the funding source to determine what needs to be done to. correct this issue.

Corrective Action _ _

RUCD will continue to work on documentation of in-kind. Procures will be reviewed and changed
to assist in the staff understanding the requirements that in-kind be correctly documented and

supporting documentation provided.

Section C, Finding #7 - In-Kind — Revenues claimed twice (Reportable Condition)

Corrective Action
Rural Utah Child Development will develop procedures to ensure that all in-kind revenues are

recorded once. Tighter monitoring will be conducted also..
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'RURAL UTAH CHILD DEVELOPMENT |
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
For the Year Ended November 30, 2005

" General Ledger Detail (Material Weaknesses)

Finding

" During the audit we observed that an outside accountant maintained the accounting system for the

first 10 months of the year. Then RUCD hired an in-house accountant for the last two months of the
year. The ending balance in each account (for the activity of the first 10 months of the year) was

"tecorded as beginning balances on the in-house accounting system. Management has contacted the

prior outside accountant and has not been able to obtain a detail of the transactions that were

~ recorded during the first 10 months of the year. Therefore, there are incomplete accounting records

that would show what transactions are in each account for the first 10 months. According to
management, the former outside accountant indicated that he had deleted the information from his
computer system and could not provide any detail for the transactions that occurred.

" RUCD did not have an internal control system in place to ensure that complete and accurate

accounting records were maintained. During the audit, management was able 'to recreate
satisfactory detail of the accounting records for the first 10 months of the year. ‘

Recommendation ,
We suggest the management of Rural Utah Child Development ensure that each month the
accounting detail supporting revenues and expenditures be printed. ' '

Curzent Status

_ The Organization has implemented procédures to correct this finding

Improper Account Balances (Material Weaknesses)

Finding : : i

We noted that when the trial balance from the former outside accountant was recorded into the new
accounting system, by the in-house accountant, the liabilities and equity accounts were recorded as
debits when they should have been credits or visa versa (they were recorded as negative numbers
when they should have been positive numbers etc.). When the accounting records didn’t balance,
the out-of-balance amount was improperly recorded to the equity account. The accounting records
that were received to be audited contained balances in the liabilities and equity accounts that were
incorrect and did not agree with the prior outside accountant’s records. These balances had not been
researched and corrected prior to the audit. During the audit, we adjusted the liability and equity
section accounts to their proper balances as of the end of the year. We were unable to view the
complete details of each account and determine why the year end balances were improper.
Recommendation N :
We suggest the management of Rural Utah Child Development develop procedures to ensure that
they understand what each account balance represents and ensure that it is proper.

Current Status _ _ _
The Organization has implemented procedures to correct this finding
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RURAL UTAH CHILD DEVELOPMENT
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
For the Year Ended November 30, 2005

Responsibility For Trial Balance Accounts (Material Weaknesses)
_Finding
Management and the accountant have the responsibility to know what is in each account on the trial
balance and financial statements. When we ask what various accounts ‘on the trial balance:
represented, we were told that they were balances from the former outside accountant and the
accountant did not take responsibility for the balances and was unsure if the balance were proper.
We observed incorrect asset, liability, equity, revenue, and expenditure account balances that should
have been identified, researched, and adjusted or eliminated before the audit. The accounts were.
‘adjusted as part of the audit. The current accountant does not appear to understand that he is
_ responsible for each account on the trial balance including the accounts and accounting information
_provided by the prior outside accountant. '

. Recommendation
We suggest the management of Rural Utah Child Development insure that they know what is in
each account on the trial balance and ﬁnancial statements.

Current Status
The Organization has implemented procedures to correct this finding

- Blank Checks

Finding )
Management has the responsibility to ensure that all assets such as cash are protected from possible
theft. During our audit we noted that the blank checks are kept in an office which is not locked
‘when the employee is not there. This exposes RUCD to potential theft.

Recommendation
We suggest the management of Rural Utah Child Development ensure that the blank checks are not
where unauthorized individuals can gain access to them. :

- Current Sfatus )
The Organization has implemented procedures to correct this finding

Working Capital

" Finding
We observed that as of November 30, 2004, the Organization does not appear to have enough
working capital to pay the liabilities without using draws on the next year’s grant funds. The lack of
working capital appears to have occurred in prior years. Management is aware of this situation, as
well as, the Federal cognizant agent over the Federal grants.

" Recommendation
We recommend that the Organization implement procedure to increase working capital from non-

Federal sources.

Current Status _
Management is aware of this and is developing a plan to correct the situation. A similar finding was

noted in the current year.
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 RURAL UTAH CHILD DEVELOPMENT
- SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
For the Year Ended November 30, 2005

In-Kind — Missing Records (Reportable Condition)

Finding : S '

Management is responsible for maintaining proper records that record in-kind donations received.

During our audit we tested the system which records the in-kind labor donations received by RUCD.

. We traced monthly totals for individual sites to supporting documentation. Out of 35 selected for

testing, there were three which had no supporting documentation. As a result, $2,425 claimed as in-
kind revenues and expenses were eliminated during the audit. Management was unable to find the
supporting documents. \

- Recommendation - , »
We suiggest the management develop procedures to ensure that records are maintained for all in-kind
revenues claimed. :

~ Current Status . |
Management is aware of this and is developing a plan to correct the situation. A similar finding was
noted in the current year. : : ' '

‘In-Kind — revenues claimed not equal to records (Reportable Condition)
. Finding ) :
Management has the responsibility to insure that all in-kind revenues are summarized and totaled
correctly. During our audit we tested the system which records the in-kind revenues received. We
compared, the monthly totals of in-kind revenues claimed for individual sites to supporting
~ documentation. Out of 35 selected for testing, there were five which had claimed more revenue then
_ the supporting documentation indicated. As a result, $1,108 claimed as in-kind revenues and
" expenses were eliminated during the audit. This appears to have been caused by inadvertent errors

in accumulating the total of supporting documents.

'Recommendation .
- We suggest the management develop procedures to.ensure that all in-kind revenues are summarized
and totaled correctly. o

" Current Status ‘
Management is aware of this and is developing a plan to-correct the situation. A similar finding was

noted in the current year.

.In-Kind — no description of allowable activity (Reportable Condition)

Finding

Management has the responsibility to ensure that all in-kind revenues have been documented as
allowable activities. During our audit we tested the system which records the in-kind revenues
~ received by Rural Utah Child Development. We scanned the documentation of monthly totals of in-
kind revenues claimed for individual sites to determine if the claim was for an allowable activity.
Out of 35 selected for testing, two did not have a description of the allowable activity. As a result,
© $510 claimed as in-kind revenues and expenses-were eliminated during the audit. This appears to
have been oversights in the documentation process.

Recommendation . ‘
We suggest the management of Rural Utah Child Development develop procedures to ensure that all
in-kind revenues have documented the allowable activity.

Current Status _
The Organization has implemented procedures to correct this finding
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RURAL UTAH CHILD DEVELOPMENT
RESTATED SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended November 30, 2004

Federal

Pass-Through

Total U.S. Deparfment-o'f Agriculture

Total Federal Financial Assistance

26

Federal Grantor/Pass-Through CFDA " Grantor's Disbursements
‘Grantor/Program Title Number Number Expenditures
U.S. Departmént of Health and Human Services ' '
Direct Program: . ‘ .
PA 22 Full Year Head Start 93.600 NA $ 2,940,016
PA 20 CDA Training 93.600 NA 36,290
PA 25 Early Head Start 93.600 NA - 535,036
PA 26 Early Head Start 93.600 NA 13,212 .
"Total U.S. Department of Health and :
Human Services 3,524,554
- US. Department of Agriculture
Pass Through The Utah State Office Of Education
Food Distribution’ 10.558 G-4 130,036
130,036

$ 3,654,590



* Award Number
Grant bﬁdgeted
award amount
. Actual grant expenses

Grant budgeted award amount
over (under) actual expenses

RURAL UTAH CHILD DEVELOPMENT
' RESTATED SCHEDULE OF
AWARDED GRANT REVENUES OVER ACTUAL EXPENSES
For the Year Ended November 30, 2004

_ , . 08CH0059/38 =
PA-73 PA-20 PA-25 FA 26 _ Total
$ 2074781 $ 36290 $ 547,684 § 13212 $ 3,571,967
(2,040016)  (36290)  (535,036)  (13212) . .(3,524,554)
$ 34765 § I 12648 $ L § - 47413
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